
SENATE BILL NO. 5 

INTRODUCED BY BLAYLOCK, DARKO, CONNELLY, 
B. BROWN, SCHYE, L. NELSON, NATHE, 

MADISON, DOWELL, GROSFIELD, HARP 

JANUARY 13, 1992 

JANUARY 14, 1992 

JANUARY 15, 1992 

IN THE SENATE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON EDUCATION. 

FIRST READING. 

ON MOTION, ADDITIONAL SPONSORS ADDED. 

COMMITTEE RECOMMEND BILL 
DO PASS AS AMENDED. REPORT ADOPTED. 

PRINTING REPORT. 

ON MOTION, TAKEN FROM SECOND READING 
AND REFERRED TO RULES COMMITTEE. 

SECOND READING, DO PASS AS AMENDED. 

ENGROSSING REPORT. 

THIRD READING, PASSED. 
AYES, 48; NOES, 1. 

TRANSMITTED TO rtOUSE. 

IN T3E HOUSE 

INTRODUCED AND REFERRED TO COMMITTEE 
ON EDUC~IION & CULTURAL RESOURCES. 

FIRST READING. 

COMMITTEE RECOM.'1END BILL BE 
CONCURRED IN AS AMENDED. REPORT 
,'I.DO PT ED. 

SECOND READING, CONCURRED IN. 

TEIRD READING, CONCURRE~ IN. 
A.iES, 95; NOES, 0. 

RETURNED TO SEKP..TE WITH AMENDMENTS. 
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A BILL FOR AN ACT ENTITLED: "AN ACT AUTHORIZING STATE LOANS 

TO SCHOOL DISTRICTS TO PAY HOLDERS OF SCHOOL DISTRICT BONDS 

DECLARED INVALID OR UNENFORCEABLE BY A FINAL COURT ORDER OR 

INJUNCTION; PROVIDING CRITERIA TO QUALIFY FOR THE STATE 

LOANS: ESTABLISHING A COAL SEVERANCE TAX SCHOOL BOND 

CONTINGENCY LOAN FUND; REQUIRING A SCHOOL DISTRICT TO 

INCLUDE A COVENANT IN THE BOND RESOLUTION; LIMITING THE 

AMOUNT OF STATE-SECURED LOAN AUTHORITY ALLOCABLE TO SCHOOL 

DISTRICTS; AMENDING SECTIONS 17-5-703, 17-5-704. 17-5-1608, 

AND 17-6-310, MCA; AND PROVIDING AN IMMEDIATE EFFECTIVE 

DATE." 

WHEREAS, the decision of the Montana Supreme Court in 

Helena Elementary School District No. l v. State of Montana, 

236 M 44, 769 P2d 684 (1989) (the Helena School District 

case), which became effective July 1, 1991, created 

uncertainty as to the validity and enforceability of Montana 

school district bonds issued after July 1, 1991; and 

WHEREAS, neither the 1989 Legislature in House Bill No. 

28, which addressed the funding issue for school operation, 

nor the 1991 Legislature addressed equalization of capital 

outlay; and 

~-. .., ....... ,..,,.,. 
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WHEREAS, on October 7, 1991, the Montana Supreme Court 

denied a request to delay the effective date of its decision 

in the Helena School District case beyond July 1, 1991: and 

WHEREAS, since July 1, 1991, Montana school districts 

have been unable to issue bonds because bond counsel is 

unable to give an unqualified opinion as to the validity and 

enforceability of the bonds; and 

WHEREAS, there are certain school districts that are in 

need of new facilities but are currently unable to market 

bonds, including Ple~tywood, whose school was destroyed by 

fire; Livingston, which faces closure of its 80-year-old 

building by the State Fire Prevention and Investigation 

Program: and Clancy, which, like other districts, faces the 

threat of accreditation loss because of the unsafe and 

unsanitary conditions cf its building. 

THEREFORE, the Legislature finds it appropriate that 

until the 1993 Legislature can address the issue of capital 

outlay equaliza~ion, the state provide school districts the 

authority to obtain loans secured by the state to pay 

holders of school district bonds issued between [the 

effective date of this act] and January 1, 1993, by school 

districts faced with severe deficiencies in their current 

facilities. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 
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NEW SECTION. Section 1. School district bonds -- state 

loan qualifications to~ state loan. (1) The board of 

investments shall make a loan from the coal severance tax 

school bond contingency loan fund, established in 

17-S-703(l)(e), to a school district in an amount equal to 

the principal and interest payment on qualifying bonds when 

due in accordance with the provisions contained in the 

bonds. In order to receive a loan, the school district must: 

(a) have issued bonds between {the effective date of 

this act] and January 1, 1993, pursuant to 20-9-421 and 

20-9-464; 

(b) be pcevented from making principal and interest 

payments on the bonds because the debt service levy for the 

bonds: 

(i) has been declared invalid or unenforceable under 

Article II, section 4, or Article X, section 1, of the 

Montana constitution by a final court order; or 

(ii) is prevented by an injunction; 

(c) have exhausted the debt service reserve for the 

bonds; and 

(d) have complied with all the requirements for the 

bonds contained in [section 2] and this section. 

( 2) To qualify for the state loan described in 

subsection (1), a school district, before issuing its bonds, 

must have: 
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{a) received voter approval for bonds pursuant to 

20-9-421; 

(b) following voter approval, received a certificate of 

eligibility from the board of public education stating that 

after consultation with the superintendent of public 

instruction, the board has determined that a minimum of 75% 

of the principal amount of the proposed bonds will be used 

to: 

( i) restore, rebuild, or replace a destroyed or 

severely damaged school building; 

(ii) correct one or more building deficiencies that 

affect the health and safety of school children; 

(iii) correct one or more deficiencies that prevent the 

school district from meeting cur rent accreditation 

standards; or 

(iv) address any combination of circumstances described 

under subsections (2)(b)(i) through (2)(b)(iii); and 

{c) received a final certificate of allocation from the 

department of administration pursuant to subsection {5). 

(3) The board of public education shall: 

(a) maintain a record of the total principal amount of 

bonds for which certification has been issued: and 

(b) immediately furnish to the department a copy of 

each certificate issued. 

(4) Upon receipt of a copy of the certificate from the 
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board of public education, the department shall temporarily 

allocate loan authority to the school district for the 

principal amount of bonds indicated in the board's 

certificate. The principal amount of bonds for which final 

certification is issued may be less than the principal 

amount of bonds approved by the voters pursuant to 

subsection (2)(a). 

(5) To obtain a final certificate of allocation, a 

school district shall provide the department, on a form 

provided by the department, the following information: 

(a) the tentative date of sale of the school district's 

bonds; 

(b) the principal amount of the bonds to be issued; 

(C) the name and addresses of bond counsel and the 

financial advisor; and 

(d) other information as requested by the department. 

(6) Upon issuance of the bonds, a school district shall 

forward to the department a copy of the district's bond 

resolution, the final opinion of bond counsel on the bonds, 

and a schedule of principal and interest payments on the 

bonds to maturity. The bond resolution must include a 

covenant agreeing to: 

(a) defend any lawsuit challenging the school 

district's authority to sell and issue the bonds and to levy 

a tax for payment of the principal of and interest un the 
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bonds; 

(b) provide to the department before August 1 of each 

year a report of the school district's outstanding principal 

balance as of the preceding June 30 on the bonds secured by 

state loans; 

(c) refund the bonds on any normal call date if, during 

the term of the bonds, the school district can refund its 

bonds without the state loan security and without increasing 

its total debt service costs on the bonds; and 

(d) enter into a contract with the department 

establishing a schedule to repay the state if the state 

loans the school district money to make payments on district 

bonds. Notwithstanding other provisions of law, the loan 

must be repaid by the school district at a rate equivalent 

to the average yield of the pooled investment fund 

established in 17-6-203(3), commonly known as the short-term 

investment pool, for the period of the loan. Repayment must 

be paid from the sources designated for repayment of the 

bonds oc from any othe~ revenue of the school district, 

including state equalization funds currently distributed or 

which may be distributed to the district. Loan repayments 

received by the department must be deposited in the coal 

severance tax school bond contingency loan fund. 

l7) The department shall ~aintain a record of the total 

principal amount of bonds secured by state loans. 
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(8) A school district issuing bonds subject to [section 

2] and this section may apply to the attorney general for a 

determination as to whether its bonds are affected by a 

court order declaring that the bonds of another district are 

invalid or unenforceable. 

( 9) A school district whose authority to levy a 

property tax to pay principal of and interest on bonds has 

been challenged shall, upon notification of the challenge, 

immediately notify the attorney general and the department. 

NEW SECTION. Section 2. State loan limitation on 

state loan authority prio~ity of loan allocation --

application. (1) The allocation of the state's loan 

authority for bonds issued pursuant to [section l] is 

intended only to enable a school district to issue bonds 

pending resolution of the financing of capital outlay. 

(2) Except as provided in subsection (5), the total 

principal amount of school district bonds that may be 

secured by loans under [section l] may not exceed $25 

million and must be allocated to qualifying school districts 

on a first-come, first-serve basis in order of issuance of 

final certificates of allocation by the department of 

administration. 

(3) An individual school district may not issue bonds 

secured by a state loan with a principal amount in excess of 

$6 million. 
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(4) If more than one school district qualifies for a 

state loan and an insufficient amount of state loan 

authority remains, the board of public education shall 

allocate the state loan authority to the district with the 

earliest voter approval of its bonds. 

(5) Prior to allocating the final $1,5 million of state 

loan authority under (section l], the board of public 

education shall determine if there is a school district 

eligible for a state loan under [section 1(2)(b)(i)) and, if 

so, shall give that district first priority to the remaining 

loan authority. 

(6) This section does not apply unless a bond 

resolution contains the covenant required under [section 

l ( 6 l I. 

Section 3. Section 17-5-703, MCA, is amended to read: 

"17-5-703. Coal severance ta" trust funds. ( 1) The 

trust established under Article IX, section 5, of the 

Montana constitution shall be composed of the following 

funds: 

(a) a coal severance tax bond fund into which the 

constitutionally dedicated receipts from the coal severance 

tax shall be deposited; 

(b) a clean coal technology demonstration fund; 

(c) a coal severance tax permanent fund; end 

(d) a coal severance tax income fund; and 
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(e) a coal severance tax school bond contingency loan 

fund. 

(2) The state treasurer shall determine the amount 

necessary to meet all principal and interest payments on 

bonds payable from the coal severance tax bond fund on the 

next two ensuing semiannual payment dates and retain that 

amount in the coal severance tax bond fund. 

ill (a) Beginning July 1, 1992, and continuing as long 

as any school district bonds secuced by state loans under 

[section 1] are outstanding, the state treasurer shall from 

time to time and as provided in subsection (3)(b) transfer 

from the coal severance tax bond fund to the coal severance 

tax school bond contingency loan fund any amount in the coal 

severance tax bond fund in excess of the amount that is 

specified in subsection (2) to be retained in the fund. 

(b) The state treasurer shall transfer the amount 

referred to in subsection (3)(aJ until and unless the 

balance in the coal severance tax school bond contingency 

loan fund is equal to the amount due as principal of and 

interest on the school district bonds secured by state loans 

under (section l] during the next following 12 months, 

t3till Beginning en July 1, 1991, and ending on June 

30, 1997, from any amount in the coal severance tax bond 

~und _i...!l_ excess ____Q_f the amount that is s,e_ecified in subsection 

ill t9_ be retained in the fund and in excess of any amount 
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that is required to be transferred by subsection (3), the 

state treasurer shall from time to time transfer f~em-ehe 

exeess-afflettne-ift-~he-eea¼-severanee-eax-benft-fttnd an amount 

not exceeding $5 million a per fiscal year to the clean coal 

technology demonstration fund and-ftny-remain±ng-amettn~-ee 

the-eea±-~everanee-eax-~erman~n~-~nnd. 

(5) Beginning July 1, 1998, the state treasurer shall 

transfer to the coal severance tax permanent fund any amount 

in the coal severance tax bond fund in excess of the amount 

that is specified in subsection (2} to be retained in the 

fund and in excess of amounts that are transferred pursuant 

to subsections (3) and (4)." 

Section 4. Section 17-5-704, MCA, is amended to read: 

•17-5-704. Investment of funds. Money in the coal 

severance tax bond fund, the coal severance tax permanent 

fund, and the coal severance tax income fundL and the coal 

severance tax school bond contingency loan fund must be 

invested in accordance with the investment standards for 

coal severance tax funds. Income and earnings from all funds 

are statutorily appropriated, as provided in 17-7-502, as 

follows: 

( l l 15\ to the state equalization aid account; and 

( 2) 85\ to the state general fund." 

Section 5. Section 17-5-1608, MCA, is ame;.ded to read: 

"17-5-1608. Limitations on amounts. The board may not 

-10-
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issue any bonds or notes that cause the total outstanding 

indebtedness of the board under this part ~except for bonds 

or notes issued to fund or refund other outstanding bonds or 

4 notes or to purchase registered warrants or tax or revenue 

5 anticipation notes of a local government as defined in 

6 7-6-1101) to exceed $50 million, less the principal amount 

7 of outstanding school district bonds that are secured by 

8 st.l?_t;e l_~ns under [ section 1]." 

9 

10 

Section 6. Section 17-6-310, MCA, is amended to read: 

•11-6-310. No Limits on direct loans. (l) ~he Except as 

11 provided in [section l], the state may not use ~~i9--rev~ft~e 

12 the portion of the permanent coal tax trust fund designated 

13 for investment in the Montana economy to make direct loans. 

14 (2) ~he Except as provided in (section l], the 

15 permanent coal tax trust fund may not be used by the board 

16 of investments to make direct loans to individual borrowers. 

17 The purchase of debentures issued by a capital company and 

18 loans or portions of loans originated by a financial 

19 institution that are sold to the trust are not direct 

20 loans." 

21 NEW SECTION. Section 7. Codification instruction. 

22 [Sections land 2] are intended to be codified as an 

23 integral part of Title 20, chapter 9, part 4, and the 

24 provisions of Title 20, chapter 9, part 4, apply to 

25 [sections 1 and 2]. 
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NEW SECTION. Section 8. Effective date. [This act) is 

effective on passage and approval. 

-End-
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STATE OF MONTANA - FISCAL NOTE 
Form BD-15 

In compliance with a written request, there is hereby submitted a Fiscal Note for SB000S, 3rd reading. 

DESCRIPTION OF PROPOSED LEGISLATION: 

An act authorizing state loans to school districts to pay holders of school district bonds declared invalid or unenforceable 
by a final court order or injunction; providing criteria to qualify for the state loans; establishing a coal severance tax 
school bond contingency loan fund; requiring a school district to include a covenant in the bond resolution; limiting the 
amount of state-secured loan authority allocable to school districts; and providing an inanediate date and a contingent 
effective date. 

FISCAL IMPACT: 

Office of Public Instruction 
The total principal amount of school district bonds secured by loans will be $25 million. The annual principal and interest 
payment on these loans will be $2,293,000. The $2,293,000 will flow through the school bond contingency fund each year and 
will earn the STIP interest rate. The earnings will be the same whether the funds are loaned to school districts or the 
fund balance is invested in STIP. 

Department of Administration 
Loan repayment schedules may need to be prepared in the future. The department will require that the contract between the 
schools and the department contain a requirement that the schools present a repayment schedule to the department that 
complies with SBS. It is assumed that the financial consultants used by the schools (when they issue their bonds) will 
prepare the schedules. Therefore, there would be no cost incurred by the department. 

EFFECT ON LOCAL GOVERNMENTS; 

The legislation will enable school districts to take advantage of the relatively low long-term interest rates presently 
available for 20-year bonds. The result will be to save taxpayers in terms of long-term interest costs. 

It is assumed that school districts will pay for the costs of preparing debt repayment schedules in the event that a loan i 
made to a school district. 

(Continued next page) 

'' . ...!_. .,., 11- I ,
1

' t)X2 
ET DI R DATE :T :Y SPONSOR 

Program Planning 
Fiscal Note for SB000S. 3rd readinq 
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Fiscal Note Reques~. ssooos. 3rd reading 
Form BD-l.S 
Page 2 

LQNG-RAPGB EFFECTS OF PRQPOSBD LBGISI.AT:IQN; 
The pledge on school bonds secured by this legislation will last for the full term of the bonds. The precedent will 
be set for future capital planning. 

The school bond loan accOW1t IIIUSt be maintained until the maturity of the school district bonds issued under the 
specification& of SBS; This could be for a period of 20 years. This means approximately $2.5-3 million/year must be 
left in the school bond loan account each year for the 20.years. 
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SENATE BILL NO. 5 

INTRODUCED BY BLAYLOCK, DARKO, CONNELLY, 

B. BROWN, SCHYE, L. NELSON, NATHE, 

MADISON, DOWELL, GROSFIELD, HARP' 

A BILL FOR AN ACT ENTITLED: "AN ACT AUTHOR~ZING STATE LOANS 

TO SCHOOL DISTRICTS TO PAY HOLDERS OF SCHOOL DISTRICT BONDS 

DECLARED INVALID OR UNENFORCEABLE BY A FINAL COURT ORDER OR 

INJUNCTION: PROVIDING CRITERIA TO QUALIFY FOR THE STATE 

LOANS; ESTABLISHING A COAL SEVERANCE TAX SCHOOL BOND 

CONTINGENCY LOAN FUND: REQUIRING A SCHOOL DISTRICT TO 

INCLUDE A COVENANT IN THE BOND RESOLUTION; LIMITING THE 

AMOUNT OF STATE-SECURED LOAN AUTHORITY ALLOCABLE TO SCHOOL 

DISTRICTS; REQUIRING A THREE-FOURTHS VOTE OF EACH HOUSE OF 

THE LEGISLATURE FOR APPROVAL; AMENDING SECTIONS 17-5-703, 

17-5-704, ¼~-S-¼6887 ANO 17-6-310, MCA; AND PROVIDING AN 

IMMEDIATE EFFECTIVE DATE." 

WHEREAS, the decision of the Montana Supreme Court in 

Helena Elementary School District No. 1 v. State of Montana, 

236 M 44, 769 P2d 684 (1989) (the Helena School District 

case), which became effective July 1, 1991, created 

uncertainty as to the validity and enforceability of Montana 

school district bonds issued after July 1, 1991; and 

WHEREAS, neither the 1989 Legislature in House Bill No. 
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28, which addressed the funding issue for school operation, 

nor the 1991 Legislature addressed equalization of capital 

outlay; and 

WHEREAS, on October 7, 1991, the Montana Supreme Court 

denied a request to delay the effective date of its decision 

in the Helena School District case beyond July 1, 1991: and 

WHEREAS, since July 1, 1991, Montana school districts 

have been unable to issue bonds because bond counsel is 

unable to give an unqualified opinion as to the validity and 

enforceability of the bonds; and 

WHEREAS, there are certain school districts that are in 

need of new facilities but are currently unable to market 

bonds, including Plentyvood7--wheae--seh&e¼--was AND WEST 

GLACIER, WHOSE SCHOOLS WERE destroyed by fire: Livingston, 

which faces closure of its BO-year-old building by the State 

Fire Prevention and Investigation Program; and Clancy, 

which, like other districts, faces the threat of 

accreditation loss because of the unsafe and unsanitary 

conditions of its building. 

THEREFORE, the Legislature finds it appropriate that 

until the 1993 Legislature can address the issue of capital 

outlay equalization, the state provide school districts the 

authority to obtain loans secured by the state to pay 

holders of school district bonds issued between [the 

effective date of this act} and January 1, 1993, by school 
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districts faced with severe deficiencies in their current 

facilities. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Nla:_1! SECTION. Section 1. School district bonds -- state 

loan qualifications for state loan. (1) The bee~d-0£ 

inTestments DEPARTMENT OF ADMINISTRATION shall make a loan 

from the coal severance tax school bond contingency loan 

fund, established in 17-5-703(l)(e), to a school district in 

an amount equal to the principal and interest payment on 

qualifying bonds when due in accordance with the provisions 

contained in the bonds. In order to receive a loan, the 

school district must: 

(a) have issued bonds between [the effective date of 

this act) and January l, 1993, pursuant to 20-9-421 and 

20-9-464; 

(b) be prevented from making principal and interest 

payments on the bonds because the debt service levy for the 

bonds: 

(i) has been declared invalid or unenforceable under 

Article II, section 4, or Article x, section l, of the 

Montana constitution by a final court order; or 

(ii) is prevented by an injunction; 

(c) have exhausted the debt service reserve for the 

bonds; and 
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(d) have complied with all the requirements for the 

bonds contained in [section 2] and this section. 

( 2) To qualify for the state loan described in 

subsection (1), a school district, before issuing its bonds, 

must have: 

(a) received voter approval for bonds pursuant to 

20-9-421; 

(b) following voter approval, received a certificate of 

eligibility from the board of public education stating that 

after consultation with the superintendent of public 

instruction, the board has determined that a minimum of 75\ 

of the principal amount of the proposed bonds will be used 

to: 

(i) restore, rebuild, or replace a destroyed or 

severely damaged school building; 

( ii) correct one or more building deficiencies that 

affect the health and safety of school children; 

(iii) correct one or more deficiencies that prevent the 

school district from meeting current accreditation 

standards1 or 

(iv) address any combination of circumstances described 

under subsections (2J(b)(i) through (2)(b)(iii); and 

(c) received a final certificate of allocation from the 

department of administration pursuant to subsection (5). 

(3) The board of public education shall: 

-4- SB 5 
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(a) maintain a record of the total principal amount of 

bonds for which certification has been issued; and 

(b) immediately furnish to the department a copy of 

each certificate issued. 

(4) Upon receipt of a copy of the certificate from the 

board of public education, the department shall temporarily 

allocate loan authority to the school district £er EQUAL TO 

the principal amount of bonds indicated in the board's 

certificate. The principal amount of bonds for which final 

certification is issued may be less than the principal 

amount of bonds approved by the voters pursuant to 

subsection (2)(a). 

(5) To obtain a final certificate of allocation, a 

school district shall provide the department, on a form 

provided by the department, the following information: 

(a) the tentative date of sale of the school district's 

bonds; 

(b) the principal amount of the bonds to be issued; 

(c) the name and addresses of bond counsel and the 

financial advisor; and 

(d) other information as requested by the department. 

(6) Upon issuance of the bonds, a school district shall 

forward to the department a copy of the district's bond 

resolution, the final opinion of bond counsel on the bonds, 

and a schedule of principal and interest payments on the 
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bonds to maturity. The bond resolution must include a 

covenant agreeing to: 

(a) defend any lawsuit challenging the school 

district's authority to sell and issue the bonds and to levy 

a tax for payment of the principal of and interest on the 

bonds; 

(b) provide to the department before August 1 of each 

year a report of the school district 1 s outstanding principal 

balance as of the preceding June 30 on the bonds secured by 

state-¼eaft9 THE STATE; 

(c) refund the bonds on any normal call date if, during 

the term of the bonds, the school district can refund its 

bonds without the state loan security and without increasing 

its total debt service costs on the bonds~ and 

(d) enter into a contract with the department 

establishing a schedule to repay the state if the state 

loans the school district money to make payments on district 

bonds. Notwithstanding other provisions of law, the loan 

must be repaid by the school district at a rate equivalent 

to the average yield of the pooled investment fund 

established in 17-6-203(3), commonly known as the short-term 

investment pool, for the period of the loan. REPAYMENT MUST 

BEGIN NO LATER THAN JANUARY 1, 1994, AND THE LOAN MUST BE 

REPAID IN FULL WITHIN 10 YEARS FROM THE DATE THE FIRST LOAN 

IS ISSUED TO A SCHOOL DISTRICT. Repayment must be paid from 
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the sources designated for repayment of the bonds or from 

any other revenue AND ASSETS of the school district, 

including state equalization funds currently distributed or 

which may be distributed to the district. THE OBLIGATION OF 

THE SCHOOL DISTRICT TO PAY BONDHOLDERS IS SENIOR TO ITS 

OBLIGATION TO REPAY THE STATE LOAN. Loan repayments received 

by the department must be deposited in the coal severance 

tax school bond contingency loan fund. 

(7) The department shall maintain a record of the total 

principal amount of bonds secured by state loans. 

(BJ A school district issuing bonds subject to {section 

2] and this section may apply to the attorney general for a 

determination as to whether its bonds are affected by a 

court order declaring that the bonds of another district are 

invalid or unenforceable. 

(9) A school district whose authority to levy a 

property tax to pay principal of and interest on bonds has 

been challenged shall, upon notification of the challenge, 

immediately notify the attorney general and the department. 

NEW SECTION. Section 2. State loan limitation on 

state loan authority priority of loan allocation 

application .. ( 1) The allocation of the state•s loan 

authority for bonds issued pursuant to [section l] is 

intended only to enable a school district to issue bonds 

pending resolution of the financing of capital outlay. 
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(2) Except as provided in subsection (5), the total 

principal amount of school district bonds that may be 

secured by loans under [section 1) may not exceed $25 

million and must be allocated to qualifying school districts 

on a first-come, first-serve basis in order of issuance of 

final certificates of allocation by the department of 

administration. 

(3) An individual school district may not issue bonds 

secured by a state loan with a principal amount in excess of 

$6 million. 

{4) If more than one school district qualifies for a 

state loan and an insufficient amount of state loan 

authority remains, the board of public education shall 

allocate the state loan authority to the district with the 

earliest voter approval of its bonds. 

(5) Prior to allocating the final $1.5 million of state 

loan authority under (section l], the board of public 

education shall determine if there is a school district 

eligible for a state loan under [section 1(2)(b)(i)] and, if 

so, shall give that district first priority to the remaining 

loan authority. 

(6) This section does not apply unless a bond 

resolution contains the covenant required under [section 

1 < 6) l. 

Section 3. Section 17-5-703, MCA, is amended to read: 
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"17-5-703. Coal severance taz trust funds. (1) The 

trust established under Article IX, section 5, of the 

Montana constitution shall be composed of the following 

funds: 

(a) a coal severance tax bond fund into which the 

constitutionally dedicated receipts from the coal severance 

tax shall be deposited; 

(b) a clean coal technology demonstration fund; 

(c) a coal severance tax permanent fund; and 

(d) a coal severance tax income fund; and 

{e) a coal severance tax school bond contingency loan 

fund. 

(2) The state treasurer shall determine the amount 

necessary to meet all principal and interest payments on 

bonds payable from the coal severance tax bond fund on the 

next two ensuing semiannual payment dates and retain that 

amount in the coal severance tax bond fund. 

ill !a) Be9±nft¼n9--~u¼y-¼7-l99~ ON [THE EFFECTIVE DATE 

OF THIS ACTl and continuing as long as any school district 

bonds secured by state loans under (section 1) are 

outstanding, the state treasurer shall from time to time and 

as provided in subsection (3)(b) transfer from the coal 

severance tax bond fund to the coal severance tax school 

bond contingency loan fund any amount in the coal severance 

~~~_bond fund in excess of the amount that is s2ecified in 
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subsection (2) to be retained in the fund. 

(b) The state treasurer shall transfer the amount 

referred to in subsection (3)(a) until and unless the 

balance in the coal severance tax school bond contingency 

loan fund is equal to the amount due as principal of and 

interest on the school district bonds secured by state loans 

under [section l] during the next following 12 months. 

t3till Beginning en July 1, 1991, and ending en June 

30, 1997, from any amount in the coal severance tax bond 

fund in excess of the amount that is specified in subsection 

(2) to be retained in the fund and in excess of any amount 

that is required to be transferred by subsection (3), the 

state treasurer shall from time to time transfer from-the 

excess-emettnt-¼ft-~fte-coa¼-~everanee-~ax-bend-fttnd an amount 

not exceeding $5 million a per fiscal year to the clean coal 

technology demonstration fund and-any-~emain¼n~-amo~nt-~o 

the-eoa¼-9eve~anee-tax-permanent-£ttnd. 

(5) Beginning July 1, ~ 1997, the state treasurer 

shall transfer to the coal severance tax permanent fund any 

amount in the coal severance tax bond fund in excess of the 

amount that is specified in subsection (2) to be retained in 

the fund and in excess of amounts that are transfe~r~q 

pursuant to subsections (3) and (4).'' 

Section 4. section 17-5-704, MCA, is amended to read: 

•11-5-704. Investment of funds. Money in the coal 
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severance tax bond fund, the coal severance tax permanent 

fund, enft the coal severance tax income fund, and the coal 

severance tax school bond contingency loan fund must be 

invested in accordance with the investment standards for 

coal severance tax funds. Income and earnings from all funds 

are statutorily appropriated, as provided in 17-7-502, as 

follows: 

(1) 15\ to the state equalization aid account; and 

(2) 85% to the state general fund." 

Sectio11 S:---seet-i~·i.-~--s---:1~,-..fiff}A-,--i-s- Mte-trded- t-o-~­

•½~-S-¼688T--b±m±tat±ons--on--amottnts.-~ne-eeard-may-ftet 

isstte-e~y-benfts-er-netes-that-eacse--the--tetai--etttstand½ng 

indebtedness--ef-the-heard-ttnder-th±s-part-texeept-for-bends 

or-notes-isstted-to-rttnd-or-reittftd-ether-oatstanding-bonds-or 

notes-or-~o-pttrehase-registered-warrants-er-tax--or--revenae 

antietpation--notes--or--a--¼oeai--qovernment--as-defined-in 

~-6-½¼9¼t-to-exeeed-$58-million,-¼ess-the--prineipa¼--affleant 

or--etttstand¼ng--sehool--d±striet--bonds-that-~re-seeared-by 

state-¼oans-ande~-tseetien-¼+,~ 

Section 5. Section 17-6-310, MCA, is amended to read: 

"17-6-310. Ho Limits on direct loans. (1) ~h~ Except as 

provided in [section 1), the state may not use this--revenae 

23 the portion of the permanent coal tax trust fund designated 

24 for investment in the Montana economy to make direct loans. 

25 (2) ~he Except as provided in {~ection 11.,_ the 
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permanent coal tax trust fund may not be used by the board 

of investments to make direct loans to individual borrowers. 

The purchase of debentures issued by a capital company and 

loans or portions of loans originated by a financial 

institution that are sold to the trust are not direct 

loans." 

liEW SECTION. Section 6. Codification instruction. 

[Sections 1 and 2] are intended to be codified as an 

integral part of Title 20, chapter 9, part 4, and the 

provisions of Title 20, chapter 9, part 4, apply to 

[sections land 2], 

?!EW SECTION. SECTION 7. REQUIREMENT FOR THREE-FOURTHS 

VOTE. BECAUSE (THIS ACT] APPROPRIATES MONEY FROM THE 

PERMANENT COAL SEVERANCE TAX FUND, A VOTE OF THREE-FOURTHS 

OF EACH HOUSE OF THE LEGISLATURE IS REQUIRED FOR APPROVAL OF 

[THIS ACT]. 

NEW SECTION. Section 8. Effective date. [This act] is 

effective on passage and approval. 

-End-
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SENATE BILL NO. 5 

INTRODUCED BY BLAYLOCK, DARKO, CONNELLY, 

B. BROWN, SCHYE, L. NELSON, NATHE, 

MADISON, DOWELL, GROSFIELD, HARP 

A BILL FOR AN ACT ENTITLED: "AN ACT AUTHORIZING STATE LOANS 

TO SCHOOL DISTRICTS TO PAY HOLDERS OF SCHOOL DISTRICT BONDS 

DECLARED INVALID OR UNENFORCEABLE BY A FINAL COURT ORDER OR 

INJUNCTION; PROVIDING CRITERIA TO QUALIFY FOR THE STATE 

LOANS; ESTABLISHING A COAL SEVERANCE TAX SCHOOL BONO 

CONTINGENCY LOAN FUND; REQUIRING A SCHOOL DISTRICT TO 

I~CLUDE A COVENANT IN THE BOND RESOLUTION; LIMITING THE 

AMOUNT OF STATE-SECURED LOAN AUTHORITY ALLOCABLE TO SCHOOL 

DISTRICTS; Rl!(tHfRf!i6-A-~HRBB-P8HR~HS-Y8'!'B-8P-EA€H--H88SB--8P 

~HB--bE6fSbA~eRB--P8R--APPR8YAh7 AMENDING SECTIONS 17-5-703, 

17-5-704, ¼i-S-¼6887 AND 17-6-31.0, MCA; ANO PROVIDING AN 

IMMEDIATE EFFECTIVE DATE ANO A CONTINGENT EFFECTil[_E DATE." 

WHEREAS, the decision of the Montana Supreme Court in 

Helena Elementary School District No. l v. State of Montana, 

236 M 44, 769 P2d 684 (1989) (the Helena School District 

case), which became effective July 1, 1991, created 

uncertainty as to the validity and enforceability of Montana 

school district bonds issued after July l, 1991; and 

WHEREAS, neither the 1989 Legislature in House Bill No. 

~ .. ,_, .. ,,.. c..-, 
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28, which addressed the funding issue for school operation, 

nor the 1991 Legislature addressed equalization of capital 

outlay; and 

WHEREAS, on October 7, 1991, the Montana Supreme Court 

denied a request to delay the effective date of its decision 

in the Helena School District case beyond July 1, 1991; and 

WHEREAS, since July 1, 1991, Montana school districts 

have been unable to issue bonds because bond counsel is 

unable ta give an unqualified opinion as to the validity and 

enforceability of the bonds: and 

WHEREAS, there are certain school districts that are in 

need of new facilities but are currently unable to market 

bonds, including Plentywood7--whese--sehooi--was AND WEST 

GLACIER, WHOSE SCHOOLS WERE destroyed by fire: Livingston, 

which faces closure of its BO-year-old building by the State 

Fire Prevention and Investigation Program; and Clancy, 

which, like other districts, faces the threat of 

accreditation loss because of the unsafe and unsanitary 

conditions of its building. 

THEREFORE, the Legislature finds it appropriate that 

until the 1993 Legislature can address the issue of capital 

outlay equalization, the state provide school districts the 

authority to obtain loans secured by the state to pay 

holders of school district bonds issued between [the 

effective date ot this act} and January 1, 1993, by school 
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districts faced with severe deficiencies in their current 

facilities. 

BE tT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

NEW SECTION. Section 1. School district bonds -- state 

loan qualifications for state loan. (1) The boa~d-of 

in•estments DEPARTMENT OF ADMINISTRATION shall make a loan 

from the coal severance tax school bond contingency loan 

fund, established in 17-5-703(l)(e), to a school district in 

an amount equal to the principal and interest payment on 

qualifying bonds when due in accordance with the provisions 

contained in the bonds. In order to receive a loan, the 

school district must: 

(a) have issued bonds between [the effective date of 

this act] and January 1, 1993, pursuant to 20-9-421 and 

20-9-464; 

(b) be prevented from making principal and interest 

payments on the bonds because the debt service levy for the 

bonds: 

(i) has been declared invalid or unenforceable under 

Article II, section 4, or Article X, section 1, of the 

Montana constitution by a final court order; or 

(ii) is prevented by an injunction; 

(c) have exhausted the debt service reserve for the 

bonds; and 
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(d) have complied with all the requirements for the 

bonds contained in [section 21 and this section. 

(2) To qualify for the state loan deacribed in 

subsection (1), a school district, before issuing its bonds, 

must have: 

(a) received voter approval for bonds pursuant to 

20-9-421; 

(b) following voter approval, received a certificate of 

eligibility from the board of public education stating that 

after consultation with the superintendent of public 

instruction, the board has determined that a minimum of 75\ 

of the principal amount of the proposed bonds will be used 

to: 

(i) restore, rebuild, or replace a destroyed or 

severely dalD.!lged school building; 

(ii) correct one or more building deficiencies that 

affect the health and safety of school children; 

(iii) correct one or more deficiencies that prevent the 

school district from meeting current accreditation 

standards; or 

(iv) address any combination of circumstances described 

under subsections (2)(b)(i) through (2)(b)(iii); and 

(c) received a final certificate of allocation from the 

department of administration pursuant to subsection (5). 

(3) The board of public education shall: 
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(a) maintain a record of the total principal amount of 

bonds for which certification has been issued: and 

(b) immediately furnish to the department a copy of 

each certificate issued. 

(4) Upon receipt of a copy of the certificate from the 

board of public education, the department shall temporarily 

allocate loan authority to the school district fef EQUAL TO 

the principal amount of bonds indicated in the board's 

certificate. The principal amount of bonds for which final 

certification is issued rnay be less than the principal 

amount of bonds approved by the voters 

subsection (2)(a). 

pursuant to 

(5) To obtain a final certificate of allocation, a 

school district shall provide the department, on a form 

provided by the department, the following information: 

(a) the tentative date of sale of the school district's 

bonds, 

(b) the principal amount of the bonds to be issued: 

(c) the name and addresses of bond counsel and the 

financial advisor: and 

{d) other information as requested by the department. 

(6) Upon issuance of the bonds, a school district shall 

f~rward to the department a copy of the district's bond 

=esolution, the final opinion of bond counsel on the bonds, 

and a schedule of principal and interest payments on the 
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bonds to maturity. The bond resolution must include a 

covenant agreeing to: 

(a) defend any lawsuit challenging the school 

district's authority to sell and issue the bonds and to levy 

a tax for payment of the principal of and interest on the 

bonds; 

(b} provide to the department before August l of each 

year a report of the school district's outstanding principal 

balance as of the preceding June 30 on the bonds secured by 

9~a~e-¼eaft9 THB-STATB STATE LOANS; 

(c) refund the bonds on any normal call date if, during 

the term of the bonds, the school district can refund its 

bonds without the state loan security and without increasing 

its total debt service costs on the bonds; and 

(d) enter into a contract with the department 

establishing a schedule to repay the state· if the state 

loans the school district money to make payments on district 

bonds. Notwithstanding other provisions of law, the loan 

must be repaid by the school district at a rate equivalent 

to the average yield of the pooled investment fund 

established in 17-6-203(3), commonly known as the short-term 

investment pool, for the period of the loan. REPAYMENT MUST 

BEGIN NO LATER THAN JANUARY l, 1994, AND THE LOAN MUST BE 

REPAID IN FULL WITHIN 10 YEARS FROM THE DATE THE FIRST LOAN 

IS ISS~ED_j'O A SCHOOL DISTRIC_'I'. Repayment must be paid fro~ 
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the sources designated for repayment of the bonds or from 

any other revenue AND ASSETS of the school district, 

including state equalization funds currently distributed or 

which may be distributed to the district. 'fHB-8Bbi8A~i8N-8P 

~He-seHeeb-BiS~Rie~-~8-PAY--B8NBH8bBBRS--iS--SBNi8R--~e--i~S 

8Bbi8A~i8N-'i'0-RBPAY-~HB-S~A~B-b8ANT Loan repayments received 

by the department must be deposited in the coal severance 

tax school bond contingency loan fund. 

(7) The department shall maintain a record of the total 

principal amount of bonds secured by state loans. 

(8) A school district issuing bonds subject to [section 

2] and this section may apply to the attorney general for a 

determination as to whether its bonds are affected by a 

court order declaring that the bonds of another district are 

invalid or unenforceable. 

(9) A school district whose authority to levy a 

property tax to pay principal of and interest on bonds has 

been challenged shall, upon notification of the challenge, 

immediately notify the attorney general and the department. 

NEW SECTION. Section 2. State loan limitation on 

state loan authority priority of loan allocation 

application .. ( 1) The allocation of the state's loan 

authority for bonds issued pursuant to {section l] is 

intended only to enable a school district to issue bonds 

pending resolution of the financing of capital outlay. 
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(2) Except as provided in subsection (5), the total 

principal amount of school district bonds that may be 

secured by loans under [section 1] may not exceed $25 

million and must be allocated to qualifying school districts 

on a first-come, first-serve basis in order of issuance of 

final certificates of allocation by the department of 

administration. 

(3) An individual school district may not issue bonds 

secured by a state loan with a principal amount in excess of 

$6 million. 

(4) If more than one school district qualifies for a 

state loan and an insufficient amount of state loan 

authority remains, the board of public education shall 

allocate the state loan authority to the district with the 

earliest voter approval of its bonds. 

(5) Prior to allocating the final $1.5 million of state 

loan authority under (section l], the board of public 

education shall determine if there is a school district 

eligible for a state loan under [section l(2)(b)(i)] and, if 

so, shall give that district first priority to the remaining 

loan authority. 

(6) This section does not apply unless a bond 

resolution contains the covenant required under (section 

1 ( 6)]. 

Section 3. Section 17-5-703, MCA, is amended to read: 
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"17-5-703. Coal severance tax trust funds. (1) The -
trust established under Article IX, section 5, of the 

Montana constitution shall be composed of the following 

funds: 

(a) a coal severance tax bond fund into which the 

constitutionally dedicated receipts from the coal severance 

tax shall be deposited; 

(b) a clean coal technology demonstration fund: 

(C) a coal severance tax permanent fund; an~ 

(d) a coal severance tax income fund; and 

(e) a coal severance tax school bond contingency loan 

fund. 

(2) The state treasurer shall determine the amount 

necessary to meet all principal and interest payments on 

bonds payable from the coal severance tax bond fund on the 

next two ensuing semiannual payment dates and retain that 

amount in the coal severance tax bond fund. 

(3) (a) Be9inn¼ng--Jtt¼y-¼7-¼99~7 ON (THE EFFECTIVE DATE 

O_f THIS ACTl and continuing as long as any school district 

bonds secured by state loans under [section l} are 

outstanding, the state treasurer shall from time to time and 

as provided in subsection (3)(b) transfer from the coal 

severance tax bond fund to the coal severance tax school 

bond contingency loan fund any amount in the coal severance 

~~x bond Jun_Q i~_excess of the amount that is s~ecified in 
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subsection (2) to be retained in the fund. 

fb) The state treasurer shall transfer the amount 

referred to in subsection (3)(a) until and unless the 

balance in the coal severance tax school bond contingency 

loan fund is equal to the amount due as principal of and 

interest on the school district bonds secured by state ~cans 

under [section l] during the next following 12 months. 

t3till Beginning en July l, 1991, and ending en June 

30, 1997, from any amount in the coal severance tax bond 

fund in excess of the amount that is specified in subsection 

(2} to be retained in the fund and in excess of any amount 

that is required to be transferred by subsection (3), the 

state treasurer shall from time to time transfer £rem-~fte 

excess-amettftC-in-the-eea¼-se¥eranee-CaK-bend-£ttnd an amount 

not exceeding $5 million a per fiscal year to the clean coal 

technology demonstration fund and-afty-remaini"g-amettnC-to 

Cfte-eea¼-severaftee-tax-permane"t-fttftd. 

(5) Beginning July 1, _ill! 1997, the state treasurer 

shall transfer to the coal severance tax permanent fund any 

amount in the coal severance tax bond fund in excess of the 

amount that is specified in subsection (2} to be retained in 

the fund and in excess of amounts that are transferred 

pursuant to subsections (3) and (4)." 

Section 4. Section 17-5-704, MCA, is amended to read: 

•11-S-704. Investment of funds. Money in the coal 
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severance tax bond fund, the coal severance tax permanent 

fund, an~ the coal severance tax income fund, and the coal 

severance tax school bond contingency loan fund must be 

invested in accordance with the investment standards for 

coal severance tax funds. Income and earnings from all funds 

are statutorily appropriated, as provided in 17-7-502, as 

follows: 

(1) 15\ to the state equalization aid account; and 

(2) 85\ to the state general fund.• 

Seetion 5:---9eet:-i-on---l-+--s-i"6-69-r--Melr;-1."9'" a1ac11ded "C'0""~­

•¼1-5-¼688~--bimi~a~iens--en--amettaes~-~ne-beard-may-net 

issa@-a~y-Ben&s-er-ne~es-that-eause--the--te~ai--etttstaftd¼ft! 

tndeh~edness--ef-tfte-eeard-ttflder-thts-parC-texeept-fer-&ends 

er-not:e,-2:"ssaeel-te-f11:nd-er-refttftd-e4:·her-ett'Csteru!l¼ng-bct1ds-or 

net:es-er-tet-pttreftase-regts4:ereS-warren~s-er-taw--er--re•entte 

aftt:¼e½pet:¼en--netes--ef--a--¼oea¼--geverft!fteftt--as-deE½ne«-¼n 

~-6-¼¼8¼t-t:e-e•eeed-$S8-m¼¼¼¼en7-¼ess-tfte--pr¼neipa¼--amettnt 

ef--e1:1t:stan~¼ng--sehee¼--4¼s4:r¼et--&ends-t"at-ere-seeured-by 

st:at:e-¼oans-ttnaer-fseet¼en-¼t-• 

Section 5. Section 17-6-310, MCA, is amended to read: 

•11-6-310. Ne Limits on direct loans. (l) ~he Except as 

provided in (section l], the state may not use t:h¼s--reYefttte 

the portion of the permanent coal tax trust fund designated 

fot investment in the Montana economy to make direct loans. 

(2) ~n-e Except as provided in [section l l_,_ the 

-11- SB 5 

l 

2 

J 

4 

5 

6 

7 

8 

9 

10 

11 

12 

l3 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

1111 000/U 

permanent coal ta~ tru•t fund qy not N ueed by the boa~d 

of inve•t•enta to make direct la.n■ to individual borrowers. 

The purchase of debentures iaaued by a c•pi-ta! ~"Y arul 

loan• or portion• of loans ori9iruited by a financial 

institution that •re sold to the trust ace not direc~ 

loans . 11 

NEW SECTION. Section&. Codification iastruction. 

[Sections lend 2] are intended to be codified as an 

integral part of Title 20, chapter 9, part 4, ilnd the 

provisions of Title zo, chapter 9, part 4, apply to 

[sections land 2]. 

Nl!W-SBe'fJIINr-SEeffeN-r.-·HQ!HRIIIH!ll'I' -PGR-· 'l'IIRli!ii fl~ 

YEl'i'BT---BIIBMISB--f'fHiS--AE'ft--~PRIIPRJA'PES--M9NE¥--PR&M--fflli 

PBRMANl!N'f-e8Ac-SBVBRAME!B-'fAIE-Plffllly-A-Ye'l'l!--eP--'l'HRBl!-P9SR'lllllil 

8P-l!AeH-HeBSB-8P-'fHB-c!MiJSbA'fBRl!-JS-Rfl!jll!JUB-PEJil-~PRell'Ab-llP 

t~HJS-Ae'fh 

SECTION 7. SECTION 17-5-703, MCA, IS AMENDJ;:D TO READ: 

"17-5-703. Coal severance tax trust funds. (l) The 

trust established under Article IX1 section S, of the 

Montana constitution shall be composed of the following 

funds: 

(a) a coal severance tax bond fund into which the 

constitutionally dedicated receipts from the coal severance 

tax shall be deposited; 

(b) a tre~~ure s~te endowment fund1 
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ill a clean coal technology demonstration fund; 

tetill a coal severance tax permanent fund; and 

tdtitl a coal severance tax income fund; and 

(f) a coal severance tax school bond contingency loan 

fund. 

(2) The state treasurer shall determine the amount 

necessary to meet all principal and interest payments on 

bonds payable from the coal severance tax bond fund on the 

next two ensuing semiannual payment dates and retain that 

amount in the coal severance tax bond fund. 

(3) (a) On [the effect!ve~a~~o~his~~ct~ and 

continuing as long as any school district bonds secured by 

state loans under [section ll are outstanding, the state 

treasurer shall from time to time and as provided in 

subsection (3)(b) transfer from the coal severance tax bond 

fund to the coal severance tax school bond contingency loan 

fund any amount in the coal severance tax bond fund in 

excess of the amount that is specified in subsection (2) to 

be retained in the fund. 

(b) The state treasurer shall transfer the amount 

referred to in subsection (J)(a) until and unless the 

balance in the coal severance tax school bond contingency 

loan fund is equal to the amount due as principal of and 

interest on the school district bonds secured by state loans 

under [section l] during the next following 12 months. 
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t3till Beginning en July 1, 1991, and ending en June 

JO, 1997, from any amount in the coal severance tax bond 

fund in excess of the amount that is specified in subsection 

(2) to be retained in the fund and in excess of any amount 

that is required to be transferred by subsection (3), the 

state treasurer shall from time to time transfer frem--the 

exeess--affl0ttnt-~n-the-eea¼-se¥eranee-eaz-bond-fttnft an amount 

not exceeding $5 million a per fiscal year to the clean coal 

technology demonstration fund and-any--rema¼ft¼ft~--all\Ottft~--te 

the-eea¼-se•erane~-eax-permafteft~-itt"~· 

(5) Beginning July 1,1993, and ending June 30, 2013, 

the state treasurer shall transfer to the treasure state 

endowment fund any amount in the coal severance tax bond 

fund in excess of the amount that is specified in subsection 

(2) to be retained in the fund and in excess of amounts th~ 

are transferred pursuant to subsections (3) and (4). 

(6) (a) Beginning July l, 1993, and ending June 30, 

2013, the state treasurer shall from time to time transfer 

to the coal severance tax permanent fund 50\ of the 

principal transferred from the coal severance tax bond fund 

to the treasure state endowment fund in the preceding year~ 

(b) The state treasurer shall annually transfer to the 

treasure state endowment special revenue account the amount 

of interest earnings required to meet the obligations of the 

state that are payable from the account in a~cordance wit~ 
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[section 6 Of House Sill No. 19J. Intetest earnings not 

transferred to the treAsure state endowment special revenue 

account must be retained in the treasure state ~ndo~en~ 

~ti 

N£W S£CTtON. Section 8. Effective -aaie DATES 

COORDINATION. r~his-eee+-is (1) [SECTIONS l THROUGH 7 AND 

THIS S£CTION) ARE effective on passage and approval. 

(2) IF HOUSE BILL NO. 19 IS PASSED AND IS APPROVED BY 

THE ELECTORATE, THEN [SECTION 3 OF THIS ACT] AND (SECTION 4 

OF HOUSE BILL NO, 19J ARE VOID AND (SECTION 8 OF THIS_ACT) 

IS EFFECTIVE ON THE DATE OF APPROVAL BY THE ELECTORATE. 

-End-
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Mr. Speaker: We, the committee on Education and Cultural 
Resources report that SB 5 be concurred in as amended • 

CARRIED BY: 

And, that such amendments read: 
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Strike: n 8 II 

Insert: "7" 

line 6. 

line 10. 

HOUSE 
yp~- f.( 
81009Sc.i§_r-· 



52nd Legislature 
Special Session 1/92 

SB 0005/04 

l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SENATE BILL NO, 5 

INTRODUCED BY BLAYLOCK, DARKO, CONNELLY, 

B, BROWN, SCHY£, L. NELSON, NATHE, 

MADISON, DOWELL, GROSFIELD, HARP 

A BILL FOR AN ACT ENTITLED: "AN ACT AUTHORIZING STATE LOANS 

TO SCHOOL DISTRICTS TO PAY HOLDERS OF SCHOOL DISTRICT BONDS 

DECLARED INVALID OR UNENFORCEABLE BY A FINAL COURT ORDER OR 

INJUNCTION; PROVIDING CRITERIA TO QUALIFY FOR THE STATE 

LOANS; ESTABLISHING A COAL SEVERANCE TAX SCHOOL BOND 

CONTINGENCY LOAN FUND; REQUIRING A SCHOOL DISTRICT TO 

INCLUDE A COVENANT IN THE BOND RESOLUTION; LIMITING THE 

AMOUNT OF STATE-SECURED LOAN AUTHORITY ALLOCABLE TO SCHOOL 

DISTRICTS; REeH£R£N6-A-THRBE-P0HRTHS-V8TB-0P-BAeH--B0HSE--0P 

THE--bE8£9bATHRE--P0R--APPR8VAb, AMENDING SECTIONS 17-5-703, 

17-5-704, t?-5-t688, AND 17-6-310, MCA; AND PROVIDING AN 

IMMEDIATE EFFECTIVE DATE AND A CONTINGENT EFFECTIVE DATE:." 

WHEREAS, the decision of the Montana Supreme Court in 

Helena Elementary School District No. l v. State of Montana, 

236 M 44, 769 P2d 684 (1989) (the Helena School District 

case), which became effective July l, 1991, created 

uncertainty as to the validity and enforceability of Montana 

school district bonds issued after July 1, 1991; and 

WHEREAS, neither the 1989 Legislature in House Bill No. 
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28, which addressed the funding issue for school operation, 

nor the 1991 Legislature addressed equalization of capital 

outlay; and 

WHEREAS, on October 7, 1991, the Montana Supreme Court 

denied a request to delay the effective date of its decision 

in the Helena School District case beyond July 1, 1991; and 

WHEREAS, since July 1, 1991, Montana school districts 

have been unable to issue bonds because bond counsel is 

unable ta give an unqualified opinion as to the validity and 

enforceability of the bonds; and 

WHEREAS, there are certain school districts that are in 

need of new facilities but are currently unable to market 

bonds, including Plentywood 7 --wftese--sehee¼--wa9 AND WEST 

GLACIER, WHOSE SCHOOLS WERE destroyed by fire; Livingston, 

which faces closure of its 80-year-old building by the State 

Fire Prevention and Investigation Program: and Clancy, 

which, like other districts, faces the threat of 

accreditation loss because of the unsafe and unsanitary 

conditions of its building. 

THEREFORE, the Legislature finds it appropriate that 

until the 1993 Legislature can address the issue of capital 

outlay equalization, the state provide school districts the 

authority to obtain loans secured by the state to pay 

holders of school district bonds issued ~etween l tr.e 

effective date of this act] and January 1, 1993, by school 
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districts faced with severe deficiencies in their current 

facilities. 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF MONTANA: 

Nl:W SECTION. Section 1. School district bonds -- state 

loan qualifications for state loan. (1) The board-of 

iftve~~ffl~ft~~ DEPARTMENT OF ADMINISTRATION shall make a lean 

from the coal severance tax school bond contingency loan 

fund, established in 17-5-703(l)(e), to a school district in 

an amount equal to the principal and interest payment on 

qualifying bonds when due in accordance with the provisions 

contained in the bonds. In order to receive a loan, 

school district must: 

the 

{a) have issued bonds between [the effective date of 

this act] and January 1, 1993, pursuant to 20-9-421 and 

20-9-464; 

{b) be prevented from making principal and interest 

payments on the bonds because the debt service levy for the 

bonds: 

(i) has been declared invalid or unenforceable under 

Article II, section 4, or Article X, section 1, of the 

Montana constitution by a final court order; or 

(ii) is prevented by an injunction; 

(c) have exhausted the debt service reserve for the 

bonds; and 
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(d) have complied with all the requirements for the 

bonds contained in [section 21 and this section. 

(2) To qualify for the state loan described in 

subsection (1), a school district, before issuing its bonds, 

must have: 

{a) received voter approval for bonds pursuant to 

20-9-421; 

(b) following voter approval, received a certificate of 

eligibility from the board of public education stating that 

after consultation with the superintendent of public 

instruction, the board has determined that a minimum of 75% 

of the principal amount of the proposed bonds will be used 

to: 

( i) restore, rebuild, or replace a destroyed or 

severely damaged school building; 

(ii) correct one or more building deficiencies that 

affect the health and safety of school children; 

(iii) correct one or more deficiencies tt:.1t prevent the 

school district from meeting current accreditation 

standards; or 

(iv) address any combination of circumstances described 

under subsections (2)(b)(i) through (2)1b)(iii); and 

(c) received a final certificate of allocation from the 

department of administration pursuant to subsection (5). 

(3) The board of public education shall: 
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(a) maintain a record of the total principal amount of 

bonds for which certification has been issued; and 

(b) immediately furnish to the department a copy of 

each certificate issued. 

(4) Upon receipt of a copy of the certificate from the 

board of public education, the department shall temporarily 

allocate loan authority to the school district fe~ EQUAL TO 

the principal amount of bonds indicated in the board's 

certificate. The principal amount of bonds for which final 

certification is issued may be less than the principal 

amount of bonds approved by the voters 

subsection (2)(a). 

pursuant to 

(5) To obtain a final certificate of allocation, a 

school district shall provide the department, on a form 

provided by the department, the following information: 

(a} the tentative date of sale of the school district's 

bonds; 

(b) the principal amount of the bonds to be issuedj 

(c) the name and addresses of bond counsel and the 

financial advisor; and 

(d) other information as requested by the department. 

(6) Upon issuance of the bonds, a school district shall 

forward to the department a copy of the district's bond 

resolution, the final opinion of bond counsel on the bonds, 

and a schedule of principal and interest payments on the 
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bonds to maturity. The bond resolution must include a 

covenant agreeing to: 

(a) defend any lawsuit challenging the school 

district's authority to sell and issue the bonds and to levy 

a tax for payment of the principal of and interest on the 

bonds; 

(b) provide to the department before August 1 of each 

year a report of the school district's outstanding principal 

balance as of the preceding June 30 on the bonds secured by 

state-loafts ~HE-S~A~H STATE LOANS; 

(C) refund the bonds on any normal call date if, during 

the term of the bonds, the school district can refund its 

bonds without the state loan security and without increasing 

its total debt service costs on the bonds; and 

(d) enter into a contract with the department 

establishing a schedule to repay the state if the state 

loans the school district money to maKe payments on district 

bonds. Notwithstanding other provisions of law, the loan 

must be repaid by the school district at a rate equivalent 

to the average yield of the pooled investJ!Lent fund 

established in 17-6-203(3), commonly known as the short-term 

investment pool, for the period of the loan. REPAYMENT MUST 

BEGIN NO LATER THAN JANUARY 1, i994, AND THE LOAN MUST BE 

REPAID IN FULL WITHIN iO YEARS FROM THE DATE THE FIRST LOAN 

IS ISSUED TO A SCHOOL QI~TRICT~ Repayment must be paid from 
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the sources designated for repayment of the bonds or from 

any other revenue AND ASSETS of the school district, 

including state equalization funds currently distributed or 

which may be distributed to the district. ~HS-9BbTSA~T9H-8F 

~H€-SEHeeb-BfSTR!€T-T8-PA¥--B8HBH8bBERS--f5--SEHf8R--Te--fTS 

9BDYSA~T8N-T9-REPAY-THE-5TATE-b8~N~ ~oan repayrnen~s received 

by the department must be deposited in the coal severance 

tax school bond contingency loan fund. 

(7) The department shall maintain a record of the total 

principal amount of bonds secured by state loans. 

18) A school district issuing bonds subjecc tv [section 

2] and this section may apply to the attorney general for a 

determination as to whether its bonds are affected by a 

court order declaring that the bonds of another district are 

invalid or unenforceable. 

(9) A school district whose authority to levy a 

property tax to pay principal of and interest on bonds has 

been challenged shall, upon notification of the challenge, 

immediately notify the attorney general and the department. 

NEW SECTION. Section 2. State loan limitation on 

state loan authority priority of loan allocation 

application. 

authority for 

(1) The allocation of the state 1 s loan 

bonds issued pursuant to [section 1] is 

intended only to enable a schcol district to issue bonds 

pending resolution of the financing of capital outlay. 
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(2) Except as provided in subsection (S), 

principal amount of school district bonds 

the total 

that may be 

exceed $25 secured by loans under [section 1) may not 

million and must be allocated to qualifying school districts 

on a first-come, first-serve basis in order of issuance of 

final certificates of allocation by the department of 

administration. 

(3) An individual school district may not issue bonds 

secured by a state loan with a principal amount in excess of 

S6 million. 

(4) If more than one school district qualifies for a 

state loan and an insufficient amount of state loan 

authority remains, the board of public education shall 

allocate the state loan authority to the district with the 

earliest voter approval of its bonds. 

(5) Prior to allocating the final $1.5 million of state 

loan authority under [section 1], the board of public 

education shall determine if there is a school district 

eligible for a state loan under (section 1(2)(b)(i)J and, if 

so, shall give that district first priority to the remaining 

loan authority. 

(6) This section 

resolution contains the 

l ( 6) J. 

does not apply unless a bond 

covenant required under [section 

Section 3. Section 17-5-703, MCA, is amended to read: 

-8- SB 5 



l 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

SB 0005/04 

•11-5-703. Coal severance tax trust funds. (1) The 

trust established under Article IX, section s, of the 

Montana constitution shall be composed of the following 

funds: 

(a) a coal severance tax bond fund into which the 

constitutionally dedicated receipts from the coal severance 

tax shall be deposited; 

(b) a clean coal technology demonstration fund; 

{c) a coal severance tax permanent fund; aftd 

(d) a coal severance tax income fund; and 

(e) a coal severance tax schgo~ bond contin~ loan 

~. 
(2) The state treasurer shall determine the amount 

necessary to meet all principal and interest payments on 

bonds payable from the coal severance tax bond fund on the 

next two ensuing semiannual payment dates and retain that 

amount in the coal severance tax bond fund. 

Ul (a) Begtftfttftq--auly-±,-l99r7 ON [THE EFFECTIVE DATE 

OF THI_§_ACT] and continuing as long as any sch29_L 9istrict 

bonds secured by state loa_D_s under [ sectj.on 1 L ~r~ 

ou~tanding, the state treasurer shall from time to time and 

as provided in subsection (3){b) transfer from t~e coal 

s~v~rance t~ bond fund to the coal severanc~ tax school 

bond contingency loan fund any amount in the ~oal severance 

tax bond fu~d_ in excess of the_amount that is S£ecified in 
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subsection (2) to be retained in the fund. 

(b) The state treasurer shall transfer the amount 

referred to in subsection (3)(a) until and unless the 

balance in the coal severance tax school bond contingency 

loan fund is equal to the amount due as principal of and 

interest on the school district bonds secured by state loans 

under {section 1) during the next following 12 months. 

t3t_ill Beginning Oft July 1, 1991, and ending oft June 

30, 1997, from any amount in the coal severance tax bond 

fund in excess of the amount that is specified in subsection 

(2) to be retained in the fund and in excess of any amount 

the that is required to be transferred by subsection (3), 

state treasurer shall from time to time transfer fpeffl-the 

exeess-amettftt-in-the-coa¼-~eve~a"ee-tax-boftd-fttnd an amount 

not exceeding $5 million 8 per fiscal year to the clean coal 

technology demonstration fund ane-eny-rema~ni"~-ameunt-to 

~he-eea¼-9e~erenee-tax-~ePmanent-ittnd. 

(5) Beginning July 1, ¼998 1997, the state treasurer 

shall transfer to the coal severance tax permanent fund any 

amount in the coal severance tax bond fund in excess of the 

amount that is specified in subsection (2) to be retained in 

the fund and in excess of amounts that are transferred 

pursuant to subsections (3) and (4). 11 

Section 4. Section 17-5-704, MCA, is amended :o :ead: 

"17-5-704. Investment of funds. Money in the coal 
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severance tax bond fund, the coal severance tax permanent 

fund, and the coal severance tax income fund, and the coal 

severance tax school bond contingency loan fund must be 

invested in accordance with the investment standards for 

coal severance tax funds. Income and earni~gs from all funds 

are statutorily appropriated, as provided :n 17-7-502, as 

follows: 

(1) 15\ to the state equalization aid account; and 

(2) 85% to the state general fund." 

r5:---5ect:-1.-on--i+-5-i.-6-0e-,-+!CA-,--i.-s 91iiettded- to-~-

•¼7-5-¼668.--Dimi~aciofts--on--amettn~~.-~he-boa~d-fflay-noe 

ts~tte-a"y-bends-or-notes-that-eattse--the--to~a¼--otttstand¼ng 

indebeedness--of-the-board-~nde~-this-pa~t-texeept-fo~-bonds 

or-no~es-±sstted-te-ittnd-or-rerttnd-other-o~tstanding-bonds-or 

netes-or-to-pttrehase-re~istereO-warrants-er-tax--or--reYentte 

antteipatien--notes--of--a--¼oea¼--go•ernment--as-derined-±n 

~-6-¼¼&¼t-to-exeeed-$56-m¼l¼ton,-¼ess-the--prineipa¼--aMottnt 

of--otttstand~ng--sehoo¼--d±striet--bonds-that-are-seettred-ey 

state-¼oans-~nder-tseet±on-¼i,~ 

Section 5. Section 17-6-310, MCA, is amended to read: 

•11-6-310. No Limits on direct loans. (l) The Except as 

provided in [section 1), the state may not use this--reven~e 

the portion of the permanent coal tax trust fund designated 

for investment in the Montana economy to make direct loans. 

(2} The Except as provjded _i!!_____Jse~tion 1}, t~ 
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permanent coal tax trust fund may not be used by the board 

of investments to make direct loans to individual borrowers. 

The purchase of debentures issued by a capital company and 

loans or portions of loans originated by a financial 

institution that are sold to the trust are not direct 

loans." 

N£W SECTION. Section 6. Codification instruction. 

[Sections 1 and 2] are intended to be codified as an 

integral part of Title 20, chapter 9, part 4, and the 

provisions of Title 20, chapter 9, part 4, apply to 

[sections 1 and 2]. 

NflW-Sfle'l'rnN.--~-teN-r.-~---~ 

Y8'1'B,---BB€AHSE--f'l'HIS--A€'1't--APPR0PRIA'l'ES--M0NE¥--PR0M--'l'Hfl 

PBRMANBN'l'-€8Ab-SflVERAN€E-'l'AH-PHNB7-A-YB'l'fl--0P--'l'HRBE-P0HR'l'HS 

6P-EA€H-Heese-eP-'l'HB-bEGIShA'l'HRE-IS-REeetRflB-P6R-APPR6YAh-6P 

f'l'HIS-AE'l't-,-

SECTIQN 7. SECTION 17-5-703, MCA, IS AMENDED TO READ: 

•11-5-703. Coal severance tax trust funds. (1) The 

trust established under Article IX, section 5, of the 

Montana constitution shall be composed of the following 

funds: 

(a) a coal severance tax bond fund into which the 

constitutionally dedicated receipts from the coal severance 

tax shall be deposited; 

{b) a treasure state endowm~nt fund; 
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1£1_ a clean coal technology demonstration fund; 

tet1.5!1. a coal severance tax permanent fund; an8 

tdtill_ a coal severance tax income fund; and 

(f) a coal severance tax school bond contingency loan 

fund. 

(2) The state treasurer shall determine the amount 

necessary to meet all principal and interest payments on 

bonds payable from the coal severance tax bond fund on the 

next two ensuing semiannual payment dates and retain that 

amount in the coal severance tax bond fund. 

ill ill On {the effective date of this actl and 

continuing as long as any school district bonds secured by 

state loans under [section 1] are outstanding, the state 

treasurer shall from time to time and as provided in 

subsection (3){b) transfer from the coal severance tax bond 

fund to the coal severance tax school bond contingency loan 

fund any amount in the coal severance tax bond fund in 

excess of the amount that is specified in subsection {2) to 

be retained in the fund. 

ill The state treasurer shall transfer the amount 

referred to in subsection (3)(a) until and unless the 

balance in the coal severance tax school bond contingency 

loan fund is equal to the amount due as principal of and 

interest on the school district bonds secured by state loa~s 

under [section l] during the next following 12 months. 
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t3ti!l Beginning on July 1, 1991, and ending on June 

30, 1997, from any amount in the coal severance tax bond 

fund in excess of the amount that is specified in subsection 

(2) to be retained in the fund and in excess of any amount 

that is required to be transferred by subsection (3), the 

state treasurer shall from time to time transfer t~e•--~he 

~~eess--efflettft~-~n-~"e-eoal-~everanee-tax-bene-~tlnd an amount 

not exceeding $5 million a per fiscal year to the clean coal 

technology demonstration fund and-any--rema~ninq--emettnt--te 

the-eea¼-severenee-tax-~erfflanent-~ttnd. 

(5) Beginning July 1,1993, and ending June 30, 2013, 

the state treasurer shall transfer to the treasure state 

endowment fund any amount in the coal severance tax bond 

fund in excess of the amount that is specified in subsection 

(2) to be retained in the fund and in excess of amounts th~t 

are transferred £Ur~ant to subsections (3) and (4). 

ill 
2_Q__!_ .3 , 

(a) Beginning July 1, 1993, and ending June 30, 

the state treasurer shall t~om time to time transf~r 

to the coal severance tax permanent fund 50\ of ~~ 

principal transferred from th~coal severan~e tax bonq fund 

to the treasure state endowment fund in the preceding year. 

(b) The state treasurer shall annually transfer to the 

treasure state endowment special revenue account the amount 

0t interest earn:ngs required to meet the obligations of the 

state th~t are ~able from_the_account iQ acco~dar.c~ with 
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[section 6 of House Bill No. 19). Interest earnings not 

transferred to the treasure state endowment S£ecial revenue 

3 account must be retained in the treasure state endqwment 

4 fund." 

5 NEW SECTION. Section 8. Effective -a;ne DATES 

6 COOR~I~TION. t~his-se~f-is (1) (SECTIONS l THROUGH~~ AND 

7 THIS SECTION] ARE effective on passage and approval. 

8 ill IF HOUSE BILL NO. 19 IS PASSED AND IS APE'_RO~ED_BY 

9 THE ELECTORATE, THEN [SECTION 3 OF THIS ACT] AND [SECTION 4 

10 OF HOUSE BILL NO. 19] ARE VOID AND [SECTION! 2 OF THIS ACT] 

11 IS EFFECTIVE ON THE DATE OF APPROVAL BY THE ELECTORATE. 

-End-
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